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An economic cycle is such a phenomenon which appears in the form of economic 
fluctuations in the performance of the national economy and which repeats itself in a full 
cycle of economic expansion, contraction, and re-expansion, and re-contraction. Economic 
growth, which often tends to be a kind of fluctuating growth, is always accompanied by 
the adjustment of the economic structure, transformation and upgrading. Since the reform 
and opening up, China's macro economy operation is essentially a process of cyclical 
fluctuations, but it is also a process of structural changes. Since 1979, China's rapid 
economic growth has impressed the whole world.  
With economic growth, China's economic structure continues to evolve and upgrade, 
and hence it becomes increasingly market-oriented and further open to the outside world, 
all of which have guaranteed the sustained development of its economy. However, we also 
notice such a fact: since 2012 the "high-speed growth" in Chinese economy has come to a 
halt, which then has been replaced by a "normal-growth", a stage in which the economic 
growth rate is 7% or so. If the Chinese economy can maintain a growth rate of 7% in the 
next 10 years, it will still remain the world's best growing economy. However, a series of 
structural imbalances in the actual economy has become the problems for Chinese 
economy in terms of economic growth. Hence such aspects and problems need to be 
analyzed, explained and solved by economists.  
Production and consumption are the fundamentals of economical operation, and the 
interaction between the two in turn promotes economic growth. In actual economy, the 
two tend to be represented respectively by supply and demand. Yet, supply is decided by 
industrial structure, and hence the series of structural problems that occur in the current 
economic downturn can be attributed to imbalance between the demand and industrial 
structure. Therefore, this paper discusses the relationship between the changes of China’s 
demand structure, industrial structure, economic growth and fluctuations after an analysis 













the demand structure and industrial structure since its opening-up. An investigate into the 
growth of its GDP, the change of its demand structure and industrial structure since 1979 
enables us to see that the correlation between the three, their synchronization and their 
coordination has gradually weakened (see Figure 1-1). As demand is the driving force of 
economic growth, changes in its structure will have an immediate impact on the economic 
and industrial structure. In demand structure, the demand for investment, which tends to 
fluctuates greatly, contributes heavily to economic fluctuations and is highly relevant to 
China's rapid economic growth and investment expansion in the past decades; Consumer 
demand is relatively stable, which functions as a "stabilizer" in terms of the long-term 
economic operation. As for consumer demand, changes in the consumption structure of 
rural residents tend to lag behind those of urban residents but remain relatively active, the 
significant difference between the two lying in the differences in the important aspects of 
consumption of these two groups. In the process of the dynamic changes in industrial 
structure, the quality and volume of China's economic growth has got promoted, economic 
fluctuations have an immediate and lasting effect on industrial fluctuations, and which 
impacts with a lag. The second industry is the main thrust of economic fluctuations while 
the development of the third industry is conducive to smoothing out the economic 
fluctuations. 
Within the demand structure, now the contradiction between the falling rate of 
internal consumption and the high investment rate is bound to be manifested by sustained 
shortage of domestic demand and industrial overcapacity, which in turn means imbalance 
in demand structure. This and along with the delayed upgrading of industrial structure,  
they inhibit the economic restructuring. The government should give full play to its 
"visible hand", i.e. it should reform the "capital-biased" income distribution system in 
order to increase the proportion of income from labor, and improve social security system 
to reduce precautionary savings; Besides, it also should deepen the reform of the financial 
system, and improve the "industry-biased" distribution of financial resources, and promote 
the development of real economy and technological innovation. And furthermore, it 
should respect and follow the  laws of economic development, which means that the 














supply and demand should be achieved, which is not only the key to the economic 
restructuring, but also the antecedent of a new round of growth cycle for Chinese economy. 
Currently, as the consumption structure of both China's urban and rural residents has been 
obviously upgraded, it becomes especially important to promote technological innovation, 
progress, and upgrading of industrial structure.  
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